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Introduction
The purpose of this paper is to document, and make available to researchers, the evidence on public versus private sector pay differentials and the wage-gender gap in Latin America. Wage differentials between the public and private sectors and gender gaps are estimated using data from 61 household survey, covering 17 Latin American countries over the 1981-1998 period. For each survey, the paper estimates public sector premia for men and women, gender gaps in the public and private sectors, and the differential in discrimination between the two sectors.
While the paper only reports country averages and, when relevant, discusses the within-country time evolution of the variable of interest, the full data a set is available to researchers interested in performing in-depth country studies.
1 Hopefully, the availability of such a data set will stimulate research aimed at answering what are the causes and consequences of the public/private wage differential and gender gap observed in the data.
In particular, one interesting avenue of research would be the study of the relationship between public sector wages and the performance of the public sector (Van Rijckeghem and Weder, 1997 and Wei, 2000) .
This paper relates to two strands of literature in labor economics. The first is the literature on earning differentials between male and female workers, and the second is the literature that studies public versus private pay differentials. While it is well documented that, both in OECD and developing countries, women earn wages that are significantly lower than the wages earned by males with similar skills (Goldin, 1990 , Blau and Kahn, 1996 , and Psacharopoulos and Tzannatos, 1992 , studies comparing the earnings of public and private sector employees are often limited to OECD countries (Gregory and Borland, 1999 is an excellent survey). To the best of my knowledge, the only studies of developing countries are those of Tanzania (Lindauer and Sabot, 1983) , Chile (Corbo and Stelcner, 1983) , Haiti (Terrell, 1993 ), Costa Rica (Gindling, 1991 , and Ivory Coast (Van der Gaag and Vijverberg 1988).
1 The data-set can be downloaded from: http://www.iadb.org/OCE/publications.htm.
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The main findings of this paper are that, in most Latin American countries, there
are not large differences between the wages of male workers employed in the public and private sectors. However, the paper finds that the public sector pays a significant premium to female workers (especially to those with low skills). As for the gender gap, the paper finds that Latin American women working in the private sector earn 30 percent less than men with similar skills and that approximately one third of this gender gap is due to lack of access to the formal sector.
The paper is organized as follows: Section 2 describes the data. Section 3 discusses the methodology used to estimate the public sector premium and gender gap.
Section 4 presents the results. Section 5 concludes and suggests how the data-set developed in this paper could be used to study the determinants and consequence of public-private pay differentials.
The Data
While several developing countries have good household surveys, different methodologies in data collection and different definition of the variables make cross-country comparisons extremely difficult. In this work, I use household surveys for 17 Latin American and Caribbean countries that have uniform coding in their questions on human capital investment and labor market participation. For some countries (Guatemala, Mexico, and Nicaragua), I was only able to find one survey where it was possible to identify workers employed in the public sector. For several other countries, I was able to use several surveys that cover the 1980s and 1990s. Table 1 reports the countries studied in this paper and the years in which the surveys were collected. 1990 , 1993 , 1996 , 1997 Brazil 1992 , 1993 , 1995 , 1996 , 1997 , Chile 1987 , 1996 Colombia 1990 , 1991 , 1993 , 1997 , 1998 , 1999 Costa Rica 1983 , 1985 , 1987 , 1991 , 1993 , 1995 , 1997 Ecuador 1995 , 1998 El Salvador 1995 , 1997 , 1998 Guatemala 1998 Honduras 1989 , 1992 , 1996 , 1997 , 1998 Mexico 1994 Nicaragua 1993 Panama 1979 , 1991 , 1995 , 1997 Paraguay 1995 , 1998 Peru 1985 , 1991 , 1994 , 1996 , 1997 Rep. Dominicana 1996 Uruguay 1981 , 1989 , 1992 , 1995 , 1997 Venezuela 1981 , 1983 , 1986 , 1989 , 1993 , 1995 , 1997 Before discussing the empirical strategy, I briefly describe the composition of employment in the 17 Latin American countries studied in this paper. I start by calculating the share of workers employed in the public sector.
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The Latin American averages are reported in Table 2 , and detailed data are reported in Table A1 in the Appendix. 3 While, on average, 16 percent of employed people work for the public sector, more than 30 percent of the workers with high education are employed in the public sector. 4 The second part of Table 2 shows that 40 percent of men who work in the formal sector and 60 percent of women who work in the formal sector are employed by the public sector, with the public sector absorbing close to 60 percent of the workers with high school or university degrees.
2 To mitigate selection bias due to school attendance, I only use individuals aged 20 to 65. In order to avoid outliers due to mistakes in data entry, I ranked workers according to their wages and dropped the top and bottom 0.5 percent of the sample. Another possible problem with the data is that not all the household surveys report hourly income in the primary job. Therefore, I run the wage regressions using the hourly wage in all jobs (the value differs from the hourly income in primary job for individuals who moonlight). Panizza and Qiang (2000) show that there are no substantial differences in using the two definitions of wage. 3 Table 2 reports simple averages (not weighted by country's population). 4 Given the fact that my sample consists of middle income countries, I define high education as having completed secondary school. Table A1 shows that the 17 countries studied in this paper are far from being homogeneous. While Colombia, Guatemala, Chile, Paraguay, Honduras, and Ecuador tend to have small public sectors, Venezuela, Costa Rica, Nicaragua, Panama, and
Uruguay have large public sectors (often more than 20 percent of the workers are employed in the public sector).
Although within-country variation seems to be less important than cross-country variation, in many countries we observe a dramatic reduction of the share of workers employed in the public sector. The most extreme case is Panama, where the share of public sector workers dropped from 39 percent in 1979 to 22 percent in 1997. 
Methodology
In this paper, I measure wage differentials between public and private sectors and between male and female workers using a standard dummy variable approach. This approach consists of modeling the effect of sector (or gender) as an "intercept" effect while returns to other productivity-related characteristics and job attributes are restricted to be equal across sectors or genders. Formally, I estimate the public sector premium and the gender gap using the following specifications:
Where i ω is the log of hourly earnings, X i a vector of productivity-related characteristics,
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P i is a dummy that takes value 1 when the employee works for the public sector and S i is a dummy that takes a value 1 for female workers. Within the specifications of Equations (1) and (2), g measures the public sector premium and γ the gender gap. I estimate Equation
(1) separately for men and women and Equation (2) separately for the public and private sectors. As the public sector premium and gender gap may not be constant for different level of skills, I also estimate separate equations for workers with high and low levels of education.
As I find that the public and private sectors tend to have different gender gaps (in most countries the gender gap is lower in the public sector), I also compute the gender gap differential by estimating the following equation:
where ω i , X i, P i , and S i are defined as in Equations (1) and (2) and P i S i is the interaction between P i and S i . Within this specification,
be interpreted as the differential between the gender gap of the private and public sectors 5 This dramatic reduction of the share of public sector workers was probably due to the privatization process. Unfortunately, the available data do not allow testing this hypothesis. 6 I include the following controls: experience (defined as age -years of education -6), experience squared, 5 education dummies (some primary school, completed primary school, some secondary school, completed secondary school, more than secondary school. No schooling is the excluded dummy), 8 dummies for the sector of occupation (mining, manufacture, construction, water and electricity, retail, restaurant and hotel, transport and telecommunications, financial services, and other services), and a dummy for the area of residence (differentiating urban and rural areas).
or as the differential in discrimination between the two sectors. As before, I estimate Equation (3) for all workers and for workers with high and low education separately.
There are two possible problems with the estimation of Equations (1), (2), and (3).
First of all, they assume that men and women employed in the public and private sectors have the same structure of returns (i.e., the vector b is the same for public and private sector workers and the vector β is the same for men and women). Panizza and Qiang (2000) address this issue by estimating the public sector premium and gender gap using both the dummy variable approach and the Oaxaca (1973) decomposition and find that the different methods yield similar results.
A more serious problem in the estimation of Equations (1) and (2) is that the decision to participate in the labor market and the sorting of workers between public and private sectors are likely to be non-random. Van der Gaag and Vijverberg (1988) show that selection bias is an important issue in the estimation of public-private wage differentials. In particular, they find that controlling for selection bias lowers the estimated size of the public sector premium and in some cases leads to the finding that public sector workers are paid less than their private sector counterparts. In the presence of nonrandom selection between the public and private sectors one should perform maximum likelihood estimations of the following switching regression model:
Where I i is a latent variable that determines the sector of employment of individual i, when I i >0 the individual is selected in the public sector otherwise in the private sector. ω are log wages in the public and private sectors, Z is a vector of characteristics that are associated with the probability of obtaining a job in the public sector, and X is a vector of productivity-related characteristics. The main problem with the estimations of the above model is identification. In particular, it is very difficult to find a set of variables that affect the probability of obtaining a public sector job but do not affect productivity (i.e., a set of variables to be included in Z but not in X). Without reasonable restrictions, the above system would only be identified by the non-linearity of Equation (4). However, since there are no clear theoretical reasons on why one should use a particular functional form, the cure might be worse than the disease because, as pointed out by Manski (1989) , small mis-specifications in the selection equation could generate large biases in the estimates of the coefficients of interest. Panizza and Qiang (2000) deal with the selection problem by running a sensitivity analysis that assumes different values for the selectivity bias. Their main finding is that, in most Latin American countries, OLS estimations are rather robust to a large range of values for the selectivity bias and find that the OLS coefficients switch sign only when one assumes perfect selection in the public sector and no selection in the private sector.
7 I am therefore confident that OLS estimations of
Equations (1), (2), and (3) will yield a fairly accurate measure of the public/private wage differential and gender gap in Latin America.
Results
All in all, I estimate 27 regressions for each survey. As reporting the whole set of results would require more than 20 pages of tables, I only report country summaries and make the whole data-set available on line (it can be downloaded from:
http://www.iadb.org/OCE/publications.htm ). I this section, I discuss the main results and summarize the data. Table 3 reports the average values for the whole sample and for the 1995-1999 period. Country summaries are reported in the Appendix (Tables A2-A4 ).
7 Perfect selection in the public sector and no selection in the private sector would imply that all those employed in the public sector perform better in that sector than any random individual from the sample and that all the workers employed in the private sector do not do better or worse than any random individual. 
Public Sector Premium
On average, the data indicate a small public sector premium for male workers (2 percent for the whole sample and 4 percent when only low skilled workers are considered) which is completely due to the fact that a large share of private sector workers are employed in the informal sector. In fact, when only formal sector workers are analyzed, the public premium completely disappears. The premium is much higher for women, ranging from 9 to 32 percent. Although the premium decreases substantially when informal sector workers are dropped from the sample, contrary to the case for men, it remains fairly high, ranging from 3 to 14 percent.
While Table 3 gives a good bird's-eye view of regional averages, it masks the heterogeneity of the 17 countries studied in this paper. Table A2 in the Appendix illustrates that there are large cross-country differences. In particular, while Bolivia and the Dominican Republic have large public sector penalties (as high as 40 percent), Costa Rica, Colombia, Ecuador, and El Salvador have large public sector premia for both men and women. As in the case of Table 3 , Table A2 suggests that the premia are often higher for women and for workers with low education. Panama and Venezuela, instead, we observe a reduction of public sector employment accompanied by an increase in public sector wages and in Uruguay we observe an increase of public sector employment accompanied by a decrease of the relative remuneration of public sector workers. Furthermore, while the public sector gender gap is fairly homogenous across education levels, in the private sector the gender gap is significantly higher (approximately 8 percentage points) when we only consider low-skilled workers. Table A3 shows that there are not large cross-country differences in the private sector gender gaps. In fact, almost all countries (the exception is Nicaragua) have a high and significant gender gap, ranging from 20 (Colombia) to 43 percent (Honduras). The situation is different when we look at the public sector. Here, I find high (up to 36 percent) and significant gender gaps for Bolivia, Brazil, Costa Rica, Chile, Colombia, Panama, Uruguay, and Venezuela but no significant gender gap for the other eight countries studied in this paper. Interestingly, the lack of a gender gap in the public sector seems to be a Central American phenomenon. El Salvador, Guatemala, Honduras, Nicaragua, and Dominican Republic are five of the eight countries that do not have a significant public sector gender gap (the other three are Mexico, Paraguay, and Peru).
Gender Gap
Figures 3, 4, and 5 show the evolution of the gender gap in the public and private sectors over the 1990s for workers with high (solid line) and low education (line with diamonds). They show that, for both sectors, the gender gap is often larger for workers with low levels of education and that there is not a well defined trend towards lower gender gaps.
Differential in Discrimination
The last two rows of Table 3 report the differential in discrimination, i.e., the difference between the private and public sector gender gaps obtained by estimating Equation (3).
The table suggests that, on average, female workers employed in the private sector suffer a gender gap that is 17 percentage points higher than the public sector gender gap. More than half of this differential is explained by lack of access to the formal sector. In fact, if the sample is restricted to formal sector workers, the differential in discrimination drops by 10 percentage points to approximately 7 percent. Also in this case there is a large crosscountry variation. Table A4 shows that the differential in discrimination ranges from almost 50 percent (Guatemala, Honduras, and Dominican Republic) to minus 8 percent (Brazil). However, the differential is positive in 14 (significant in 12) out of 17 countries indicating that in most countries (the exceptions are Brazil, Nicaragua, and Venezuela) the gender gap is significantly higher in the private sector. Like Table 3 , the last three columns of Table A4 suggests that most of the discrimination occurs through lack of access to formal sector jobs.
Conclusions
The purpose of this paper was to build a data set measuring gender gaps and earning differentials between public and private sector workers. For this purpose, I used a large set of household surveys that cover 17 Latin American countries over the [1980] [1981] [1982] [1983] [1984] [1985] [1986] [1987] [1988] [1989] [1990] [1991] [1992] [1993] [1994] [1995] [1996] [1997] [1998] period. I find that, in most countries, the public sector pays considerable premia to low skilled female workers, and that, in the majority of the countries, highly skilled male workers suffer a public sector penalty. As for the gender gap, I find that, on average, Latin American women working in the private sector earn 30 percent less than their male counterparts. The finding that the gender gap for formal sector workers is close to 20 percent suggests that approximately one third of the Latin American gender gap is explained by lack of access to the formal sector.
Besides describing the pattern and evolution of public sector premia and gender gaps in Latin America, the main purpose of this paper was to make available to researchers interested in this field the largest possible data-set on public-private pay differentials and gender gaps in Latin America. I hope that the availability of such data set will stimulate research on the causes and determinants of public-private pay differentials.
One interesting avenue of research that I intend to pursue in future work is the study of the links between public sector remuneration and efficiency of the public sector. Other interesting topics include the study of how fiscal variables affect public sector wages, and the study of the regional composition of public sector employment. Alesina et al. (1999) , for instance, find that in Italy public sector employment is the main avenue of redistribution from the richer North to the poorer South.
With regards to the gender gap, it would be interesting to study what are the links between gender gap and overall inequality. In an influential paper, Blau and Kahn (1996) report that a considerable amount of cross-national variation in gender gaps is explained by overall earnings inequality. Thus, any public policies and programs that help in narrowing the overall earnings distribution may also improve the relative standing of women.
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